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Note to users

1. Price Indices that are provided in this report are calculated by using the average of the prices of goods that defined as producer price.  Weights that are used in calculating the price Indices were derived from different source data such as, export, local manufacturing and agricultural output for the year 1996.

2. New Israeli Sheqel (NIS) was used for pricing goods. Annual exchange rate for the   US $ / NIS for the period is as follows:

	Year
	Annual Average

	1999
	4.15

	2000
	4.08

	2001
	4.21


Preface

Since its establishment, the Palestinian Central Bureau of Statistics (PCBS) has been persistently striving to implement the statistical programs stipulated in its master plan for providing statistical data on all economic sectors, including the prices and price indices program.  The PCBS has been established to provide data on all types of prices starting with the compilation of consumer price index project.  Currently and as it was proposed for the PCBS to start compiling the project of the wholesale and producers prices.

This report was produced while Al Aqsa Intifada was taking place, and all the Palestinian Territory was under the Israeli siege which negatively affects all parts of the work, but PCBS lays hard efforts to produce this report on time.

The PCBS is pleased to issue volume five of the producer price indices, which includes producer price indices for products locally consumed and for exported ones, in addition to the total producer price index.  

The PCBS produces statistical data on indices numbers that are needed by data users, decision - takers, planners, researchers. In the meantime, we encourage users of PPI to provide us with their comments and suggestions in order to make the necessary improvements on our work.

	June, 2002
	
	
	Hasan Abu-Libdeh, Ph.D.

President
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Chapter 1

Introduction

The producer prices, as defined in SNA93, is the amount received by the producer from the purchaser for a unit of a good or service produced as output minus any VAT, or similar deductible tax, invoiced to the purchaser.  The producer prices exclude any transport charges invoiced separately by the producer.

To distinguish between producer prices and wholesale prices, the prices of wholesale goods as defined in ISIC means the resale (sale without transformation) of new and used goods to retailers, to industrial, commercial, institutional or professional users, or to other wholesalers, or to those acting as agents or brokers in buying merchandise for, or selling merchandise to such persons or companies.  Wholesalers frequently physically assemble, sort and grade goods in large lots and break bulk, re-pack, and redistribute smaller lots.

The producer is different from the wholesaler. The producer produces the commodity or buys it first. While the wholesaler re-sells the commodity of the producer.

Chapter 2

Concepts and Definitions

Palestinian Territory:

West Bank and Gaza Strip including those parts of Jerusalem which were annexed after 1967 occupation by Israel.
Data collection source:

It is the establishment, which supplies price data of goods and services related to the survey .

Price index:

It is the average of proportional changes of a particular group price of goods and services between two periods.

Producer price index:

The producer’s price, as defined in SNA93, is the amount receivable by the producer from the purchaser for a unit of a good or service produced as output minus any VAT, or similar deductible tax, invoiced to the purchaser.  The producer prices exclude any transport charges invoiced separately by the producer.

The purchasing power of money:

It is the quantity of goods and services in which it can be bought by coin unit.

Laspeyres equation price index:

It is the index which measures comparative period prices in relation to base period prices multiplied by proportional weight of commodity or goods group throughout the base year.

The base year:

It is the period in which current period is compared with.

Weighting System:

The value of local production of each item of goods reflects the relative significance of that item in the totality of Palestinian Production for that period.

Base prices:

It is the prices of goods and services in a period in which current prices are compared with.

Chapter 3

Main findings
The main survey results of producer prices in the Palestinian Territory as bellow.

Producer Price Index for local consumed products for the year 2001:
The producer price index (all-items) with (Base year 1996=100), stood at 126.65 in 2001.  0.51% less than the previous year, this was due to the decrease in the prices of fish by 2.03%, Mining products by 6.45% and manufacturing products by 0.86%, while it increase by 0.12% for agriculture products. 

The Producer Price Index decrease by 0.51% from 2000 to 2001, While it gone up by 3.5% from 1999 to 2000.
Producer Price Index for exports locally products for the year 2001:

The producer price index (all-items) with (Base year 1996=100), for export items of local products stood at 120.86 through 2001. 2.59% less than 2000 prices, this was due to the decrease in the prices of fish by 2.03%, Mining products by 6.45% and manufacturing products by 3.23%, while it increase by 2.83% for agriculture products. 

The Producer Price Index had decrease by 2.59% from 2000 to 2001, While it gone up by 3.82% from 1999 to 2000.
General Producer Price Index (Local and Export) for the year 2001:

The producer price index (all-items) with (Base year 1996=100), stood at 126.15 through 2001. 0.70% less than 2000 prices, this was due to the decrease in the prices of fish by 2.03%, Mining products by 6.45% and manufacturing products by 1.45%, while it increase by 0.40% for agriculture products. 

The Producer Price Index decreased by 0.70% from 2000 to 2001, While it gone up by 3.44% from 1999 to 2000. 
It worth noticing that producer prices witnessed an increase in the last quarter of the year 2001 compared to the third quarter of the year 2000. This was due to the closure and siege imposed by Israel on Palestinian Territory, since closing the crossborders with Israel and the outside world has interepted the entrance of raw materials needed for some industries, resulting in a reduction of the quantity produced and causing an increase in the price index (local) for most of manufacturing activities.  Also, when comparing the prices of these groups during the last quarter of the year 2001 with that of the same period in the year 2000, we notice another increase on most of these groups especially those for meat and its products, bakery products, tobacco products, printing and publishing, Chemical and chemical products, while the prices decrease for simi – base goods such as furniture and clothing.

The following table shows the changes in producer price index (Local and Export) for the months of September and December 2000, and December 2001.

	Producer Price Index


	Categories
	Local
	Export

	
	Sep.2000
	Dec.2000
	Dec.2001
	Sep.2000
	Dec.2000
	Dec.2001

	Meat products
	107.00
	113.00
	121.46
	108.70
	112.77
	121.46

	Other food products
	124.52
	125.63
	132.51
	139.83
	139.27
	148.87

	Bakery products
	124.08
	126.80
	130.16
	124.08
	126.80
	130.16

	Tobacco products
	138.05
	138.17
	141.53
	138.05
	138.17
	141.53

	Manufacture of wearing apparel
	123.75
	126.03
	119.06
	123.75
	126.03
	119.06

	Leather products
	111.90
	114.91
	109.15
	114.80
	119.24
	111.01

	Paper and  paper products
	117.16
	122.25
	116.87
	118.53
	128.01
	112.31

	Printing and publishing
	116.29
	138.35
	125.29
	100.00
	100.00
	100.00

	Chemical and chemical products
	115.12
	117.58
	120.79
	121.80
	122.35
	114.66

	Non-metallic meneral products
	112.06
	117.69
	116.23
	119.02
	117.15
	120.13

	Furniture
	114.61
	118.42
	112.49
	114.62
	116.94
	112.49


Chapter 4

Methodology
The Classification:

The classification used is the following:

· Categories (first level):  

The first level comprises 4 main categories.

A. Agriculture, hunting and forestry

B. Fishing

C. Mining and quarrying

D. Manufacturing

· Divisions (second level):

The second level comprises 22 divisions:

A. Agriculture, hunting and forestry

· Agriculture, hunting and related services activities

B. Fishing

· Fishing, operation of fish hatcheries and fish farm

C. Mining and quarrying

· Other mining and quarrying

D. Manufacturing

·  Manufacture of food products and beverages

·  Manufacture of tobacco products

·  Manufacture of textiles

·  Manufacture of clothing

·  Manufacture of leather products

·  Manufacture of wood and wood products

·  Manufacture of paper and paper products

·  Publishing and printing

·  Manufacture of chemicals and chemical products

·  Manufacture of rubber and plastic products

·  Manufacture of other non-metallic mineral products

·  Manufacture of basic metals

·  Manufacture of fabricated metal products, exclude machinery and equipment

·  Manufacture of machinery and equipment n.e.c.   

·  Manufacture of radio, television and communication equipment

·  Manufacture of medical, instruments

·  Manufacture of motor vehicles, trailers and semi-trailers

·  Manufacture of furniture, manufacturing n.e.c.

· Groups (third level):

The third level of classification consists of 38 groups according to divisions. For example agriculture is classified as follows:

· Growing of crops

· Farming of animals (live stock)

The main division, manufacturing of food and beverages, is classified as follows: 

            -      Production of meat, fish, fruit, vegetables, oils and fats

            -      Manufacturing of dairy products

            -      Manufacturing of grain mill products and prepared animal feeds

            -      Manufacture of other food products

            -       Beverages

· Class (forth level):

The forth level of classification divides each main group into a number of classes (items). The group “Growing of Crops” is classified as follows:

            -Growing of cereals and other crops

            -Growing of vegetables

            -Growing of fruits and nuts

· Commodity (fifth and final level):

Types of detailed materials are considered goods with more meticulous details.  Prices of such goods shall be collected.  The number of these commodities totals about 500.
Selection of Goods and Data Collection:

Goods were selected from producers throughout the Palestinian Territories. Interviewers were provided with lists of all required items and data sources along with detailed descriptions of goods, and producer names and addresses.

Producer prices are collected for locally produced items only.

Data Sources:

A sample was selected from the producers list provided by the 1997 Establishment Census, and represents the following five areas:

The North of West Bank area

The Middle of West Bank area

The Jerusalem area

The South of West Bank area

The Gaza area 

The number of these outlets totals about 400.  Prices of fruits and vegetables are collected weekly.

Calculation of Producer Price Index (PPI):

The PPI is calculated using the Laspeyres equation, via weighting through base-period quantities representing the value of local production in agriculture, fishing, mining and manufacturing in Palestinian Territory.

The PPI is calculated for the following three types of Indices: local consumption of local production, exports of local production and the total of production.

Base Period Prices:

The calculation of the Producer Price Index is based on average base year prices . In view of the availability of prices, and the values of production for agriculture and fishing, mining and manufacturing for the 1996 survey, the average prices for 1996 were adopted as the base year with which current prices underwent comparison.

Weighting System:
The value of local production of each item of goods reflects the relative significance of that item in the totality of Palestinian Production for that period.  The overall value of production is assumed to be one hundred thousand points (100,000).  The relative significance of each item in the total production is determined on the basis of assigning that item a relative weight (out of the total weight of 100,000 points), which is directly proportional to the relative size of that item in terms of overall value of production.

Weights of various items in the total production are calculated individually for local production, export of local production and total production.  

Therefore, the total item Index representing the Palestinian Territories is not calculated on the basis of averaging the two other Indices. 

Relative weights for local, export, and total commodities which used in calculating producer price index:

	Categories
	Local
	Export
	Total

	Agriculture
	49,022
	10,272
	45,136

	Fishing
	639
	44
	579

	Mining & Quarrying
	2,354
	1,694
	2,287

	Manufacturing
	47,985
	87,990
	51,998

	Total
	100,000
	100,000
	100,000


Chapter 5

Data quality

Quality Control Procedures on Data Collection: 
A preparation for the field implementation is among the stages that received comprehensive care and follow up for all details. In order to ensure the utmost level of data precision and quality, effective programs for the quantitative control and monitoring of data in the field through:

1. Training for the staff engaged in carrying out the project in the field as well as at the administrative level. 

2. Provide a series of the administrative and field procedures essential for ensuring a higher level of accuracy through: 

A. Reviewing the reports from the field workers and prepares immediate responses on any inquiries or questions. 

B. Regular meetings with the field workers in order to arrive at their opinions of the goods prices in the different governorates. 

C. Continuous field follow up of the performance of the field workers.

D. Comparisons of randomly selected goods prices in order to examine the performance of the field workers. 

3. Check up and examinations of the framework. 

4. Supervisory field visits: 

A. Attending the interview. 

B. Examination through the alternative formula. 

C. Examination of the internal connection of the data.

5. Field visits in the final field editing and revision of the questionnaire. 

6. Provide records for monitoring the movement of the questionnaire in the field and office.

It is worthy to note that serious efforts are underway to establish a database that helps in examining data quality level in the field, which saves the time and efforts of the team supervising the project. 

Quality Control Procedures on Data entry and Processing: 
Initial revising lists are taken out after the data entry processing of governorates.  This action occurs throughout comparisons between the prices of the current and previous month on governorate level.  Any error will be corrected.

Price averages are taken out on governorate level after the initial revising lists of data and their processing are done.  The logical revising of price averages occurs between all governorates to correct errors (if found) .

Price averages on region level are also calculated.  A logical comparison is carried out between different regions, current averages and previous month’s averages.  Then price index is calculated to study any error to be corrected.







18
] 21 [


